We are gateful to the PAL evaluation team that made possible this analysis (especially
For example: Senauer and Young (1986) : argue that food stamps have significantly greater impact on food consumption than an equal amount of cash T, even for hh for which the transfer is inframarginal.
Introduction-4
Our study uses data from an experimental design in poor rural areas of Southern Mexico to test whether the effect size of a cash T on food and total Consumption and on Labor Supply is the same as that of an in-kind T. Data collected for the purpose of evaluating the Food Support Program (PAL) Results also informative on the equity-efficiency effects of redistributive polices Do redistributive policies create a trade-off between equity and efficiency? Or do they enhance efficiency by mitigating market imperfections? Blundel and Pistaferri (2003) argue that the food stamp program in the US provided effective partial insurance, especially among low-income households.
It is quite plausible that the insurance against downside risk provided by the steady flow of food by the PAL program is associated with higher efficiency (a reallocation of labor from less to more productive activities) as well as equity
Objective of PAL-improve the food and nutrition conditions of targeted hh lving in poor rural conditions w/ pop < 2500 and high marginality index PAL targeted to localities not covered by other federal programs with a nutritional component (e.g. Oportunidades)
All households w/in villages in the evaluation sample receive the benefit. Outside evaluation sample: targeting at the hh level Transfer= monthly food basket with a value of US$13 (MX $P150) accompanied by an educational component (offer to attend diet, nutrition and health-related sessions Labor force participation: (1 if working in period t, 0 otherwise) focus on adult males and females between 18 and 60 years of age (in the baseline round). Specifically, a person is classified as working in the labor market () if he/she reported having worked over the previous week (paid or unpaid) or had work but did not work. All others, such as those looking for work, students, doing household chores, and retired/pensioners, are classified as not working in the labor market (() No significant pre-existing differences in the distributions of consumption (food and total consumption, separately) between each treatment groups and the control group, which confirms the successful implementation of the randomized design. The absence of significant differences in the conditional mean food and total consumption in groups T2 and T3 from the control group in the baseline is also confirmed from the regression analysis conducted below. Figures 5: no significant differences between the groups T2 and T3 in the baseline as well as in the round after the start of the PAAL program. Thus, the preliminary indications so far are that there no apparent differences in the impact of in-kind and cash transfers. Estimated impacts of PAAL based on the difference-in differences estimator.
Effects of Cash & in-Kind Transfers on Food and Total C-2
The control variables used in place of the vector X(i,t) in equation
(1) consist of a set of binary variables identifying the date of interview of the household, and individual and demographic composition variables in each round:: the age of the household head, his/her gender, years of education, binary variables for his/her marital status, the household demographic composition (i.e., the number of children separately by age group, adult men (and women separately) aged 19 to 54, and men (and women) over the age of 55) a binary variable indicating whether this is an indigenous household and binary variables identifying whether the household receives benefits from other programs (such as DIF, Desayunos Escolares, and Oportunidades).,
In specification A, in addition to the control variable s X(i,t) we also include two community level variables, such as the value of the estimated marginality index for the locality, and the distance between the community and the "cabecera municipal" (the governing center of the municipality and likely the largest locality of the municipality). Impacts of PAL on Consumption are large !! the in-kind transfer leads to an increase in mean food consumption between 16.1 per cent (specification A) and 17.9 per cent (specification C). The impact of the cash transfer (group T3) on food consumed is between 15.7 (specification A) and 18.3 per cent (specification B). elasticity of food consumption to the transfer between 1.31 and 1.83.
In the baseline, the value of the transfer ranges from 10.6 per cent of total consumption in the control group to 12.1 per cent of consumption in the T1 group (see 
Notes:
Robust standard errors in brackets *** significant at 1%, ** significant at 5%, * significant at 10% For each of the specifications A through C, Wald tests of the null hypothesis that the effect size of the in-kind transfer is equal to the effect size of a cash transfer, i.e., gamma2-gamma3=delta=0, could not reject the null for either food or total consumption. What inferences can we draw from these results? Following Andrews, we can determine two regions: a region of low probability of type I error, i.e. values for the difference where we can conclude with significance level a=0.05 that the true difference is abs|delta|<c, and (ii) another region of high probability (>0.50) of type II error, i.e. where no evidence is provided against values of the true difference. 
Power of Hypothesis tests-2
Overall, the inverse power tests for specifications B and C for both food and total consumption in table 3 suggest that the failure to reject the null hypothesis that the effect size of the transfer in-kind is equal to the effect size of a cash transfer, is unable to discriminate between identical effects and differences in the effect size up to 5 percentage points. Since a difference of 5 percentage points in the effect size is not very meaningful from an economic perspective it is safe to conclude that the effect size of the transfer in-kind is equal to the effect size of a cash transfer.
Explaining the large impacts on Cons
These elasticity estimates suggest the presence of sizeable multiplier effects eighteen to twenty four months after the initiation of the PAL transfers. One plausible explanation for these large feedback effects associated with the PAL program may be due to the effects of the intervention on overall productivity. In relatively isolated rural village economies characterized by the non-separability of the production decisions of a household from its consumption needs, government social assistance programs such as the PAL program examined here, lead to a change in the shadow value of time of rural household members, which in turn may trigger behavioral responses by the recipient households not only on the consumption side but also on the production side (Strauss, 1986; de Janvry et al., 1991; Taylor, 2005) . The steady flow of food by the PAL program insures against downside risk and/or relaxes a liquidity constraint. These, in turn, are associated with a reallocation of labor from less to more productive activities.
Effects of Cash & in-Kind
Transfers on labor supply-1 Robust standard errors in brackets *** significant at 1%, ** significant at 5%, * significant at 10% where the left hand side variable ( ) The PAL transfer has a large and significantly positive impact on food and total consumption and there are no differences in the impacts of transfers in cash versus transfers in-kind on consumption (same effect size).
Impacts on Poverty
Thus from the view point of impacts on consumption and poverty, the choice of whether to provide transfers in the form of cash or food in-kind, should be determined primarily, if not exclusively, by the administrative cost incurred per unit value of the benefit.
Keep in mind that Cash Transfers (ceteris paribus) yield a higher level of welfare than in-Kind transfers
From the view point of impacts on nutrition (e.g. impact on children's height or quality of diet) PAL overall had significant impacts on nutritional outcomes but the evidence on the relative merits of cash and in-kind T is mixed:
Cash T had a higher impact on the H/A z-score of children less than two years of age. However, dietary quality (consumption of iron and zinc) was significantly better in those families receiving in-kind transfers (T1 and T2) most probably due to the consumption of the fortified milk in the basket.
The transfer, irrespective of whether it is cash or in-kind, does not affect participation in labor market activities. The transfer induces a switch in the time allocation of males (and not females) between agricultural to non agricultural activities. Explanation: the PAL transfers provide partial insurance for food consumption (reduces downside risk) sufficient to allow recipients to switch their time from less productive activities in agriculture, intended to guarantee food in the event of income and other shocks, towards more productive nonagricultural activities.
